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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

Powell Capital Markets, Inc.

FIRMID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
3 Becker Farm Road '
(No. and Street)
Roseland New Jersey ' 07068
(City) (State) . (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Arthur F. Powell (973) 740-1230
(Area Code -- Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Rothstein, Kass & Company, P.C.

(Name -- if individual, state last, first, middle name)

85 Livingston Avenue Roseland New Jerse 07068
y
(Address) (City) (State) (Zip Code)
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FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant .
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2). %
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OATH OR AFFIRMATION
I, Arthur F. Powell k , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of '
Powell Capital Markets, Inc. , as of
September 30 ,2004 , are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

None

ROMANE NOwILLIS WEW

NOTRY PUBLIC OF NEW JERSEY

“‘commssmsmsasc 11, 2008 /ﬂ%’j/ﬁw

Sy

“-Notary. Pubhc A:»"

This report** contains (check all applicable boxes):
(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.
(1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(o) Independent auditor's report on internal accounting control.

OO0 O SROCOECORCEIEEE]

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stockholder of
Powell Capital Markets, inc.

We have audited the accompanying statement of financial condition of Powell Capital Markets, Inc. as of September
30, 2004. This statement of financial condition is the responsibility of the Company's management. Our responsibility

is to express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition. An audit aiso includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financia! condition presentation. We believe that our audit of the statement of financial condition

provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of Powell Capital Markets, Inc. as of September 30, 2004, in conformity with accounting prmcuples

generally accepted in the United States of America.
/g%ﬁwu /« B4 § &—,7@ ﬁm&'( e
/ ) .

Roseland, New Jersey
November 11, 2004

Member @ Affiliated Offices Worldwide
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_ CAPITAL MARKETS, INC.

F FINANCIAL CONDITION

September 30, 2004

ASSETS

Cash and cash equivalent -8 263,102

Receivable from clearing broker ‘ | : : 36,959

Commission receivable 15,000

Prepaid expenses and other 10,854

Office furniture and equipment, less

accumulated depreciation of $53,280 , 47,819
$ 373,734

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities .
Profit sharing plan payable $ 43,070
Income tax payable 3,000
Deferred tax liability : 9,000
Total liabilities ‘ 55,070

Commitment

Stockholder's equity
Common stock, no par value,
authorized 1,000 shares,

issued and outstanding 400 shares 40,000
Additional paid-in capital ' 261,500
Retained earnings 17,164

Total stockholder's equity 318,664
$ 373,734
See accompanying notes to financial statements. 2




AL MARKETS, INC.

NOTES TO FINANCIAL STATEMENTS

1. Nature of business and summary of significant accounting policies.

Nature of Business

Powell Capital Markets, Inc. (the "Company") is a. broker-dealer registered with the Securities and Exchange
Commission and is a member of the National Association of Securities Dealers, inc.

Cash and Cash Equivalent
. The Company considers a money market account to be a cash equivalent.
Revenue and Expense Recognition from Securities Transactions

Management fees and profits from participation in municipal securities underwritings are recorded on the closing date
of each underwriting. Securities transactions and related income and expenses are recorded on a trade date basis.

Deferred Income Taxes

The Company complies with Statement of Financial Accounting Standards No. 109 “Accounting for Income Taxes,”
which requires an asset and liability approach to financial accounting and reporting for income taxes. Deferred
income tax assets and liabilities are computed for differences between the financial statement and tax bases of
assets and liabilities that will result in taxable or deductible amounts in the future, based on enacted tax laws and
rates applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances
are established, when necessary, to reduce deferred income tax assets to the amount expected to be realized.

Office Furniture and Equipment

Office furniture and equipment is stated at cost less accumulated depreciation. The Company provides for
depreciation as follows:

Estimated
Asset Useful Life Principal Method
Telephone and computer
equipment 5 years Straight-line
Furniture and fixtures 7 years Straight-line

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.




POWELL CAPITAL MARKETS, INC.

NOTES TO FINANCIAL STATEMENTS

2. Profit sharing plan

The Company has a profit sharing plan, which covers all employees that meet certain eligibility requirements.
Contributions to the plan are made at the discretion of the Company’s Board of Directors. The expense relating to
the profit sharing plan for the year ended September 30, 2004 was $43,070. -

3. Income taxes

At September 30, 2004, the Company has approximately $51,000 of New Jersey net operatihg loss carryforwards,
which begin to expire in 2008. The Company has recorded a net deferred federal and state income tax liability
aggregating $9,000, primarily relating to timing differences for depreciation and the accrual to cash basis
adjustment reduced by the benefits of net operating loss carryforwards.

4. Commitment

The Company rents office space under an operating lease that expires in January 20086.

Rent expense recorded under this lease approximated $56,000 for the year ended September 30, 2004. The
amount included in the Statement of Operations includes the refund of a previously expensed security deposit.

At September 30, 2004, future minimum annual rental payments under the lease are approximately as follows:

Year ending September 30

2005 $ 55,000
2006 18,300
$ 73,300

5. Net capital requirements

The Company is a member of the National Association of Securities Dealers, Inc., and is subject to the Securities and
Exchange Commission Uniform Net Capital rule 15¢3-1. This Rule requires the maintenance of minimum net capital
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 and that
equity capital may not be withdrawn, or cash dividends paid, if the resulting net capital ratio would exceed to 10 to 1.
At September 30, 2004, the Company’s net capital was approximately $249,000, which was approximately $149,000
in excess of its minimum required net capital of $100,000.




"AL MARKETS, INC.

NOTES TO FINANCIAL STATEMENTS

6. Exemption from Rule 15¢3-3

The Company is exempt from the Securities and Exchange Commission Rule 15¢3-3 under paragraph (k)(2)(ii) and,
therefore, is not required to maintain a “Special Reserve Bank Account for the Exclusive Benefit of Customers”.

7. Off-balance-sheet risk and concentration of credit risk

Pursuant to clearance agreement, the Company introduces all of its securities transactions to its sole clearing
broker on a fully-disclosed basis. All of the customers’ money balances and long and short security positions are
carried on the books of the clearing broker. In accordance with the clearance agreement, the Company has
agreed to indemnify the clearing broker for losses, if any, which the clearing broker may sustain from carrying
securities transactions introduced by the Company. In accordance with industry practice and regulatory
requirements, the Company and the clearing broker monitor collateral on the customers’ accounts.

In addition, the receivable from the clearing broker is pursuant to this clearance agreement and includes a clearing
deposit of $25,000.

Furthermore, substantially all of the Company’s cash and cash equivalent consists of an investment in a non-insured
money market mutual fund.




